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Linoleum Manufacturing Accounting
By A. B. Barakat
What is linoleum? The answer to this question has been very
extensively advertised during the past few months by a number of
the leading linoleum manufacturers of the country, i.e., linseed
oil, burlap and cork. Linseed oil is pressed from flax-seed and is
imported principally from the Argentine, although a supply also
comes from our northwest. It is from linseed oil that the word
linoleum is derived. Burlap is manufactured from jute which
comes for the most part from India. For many years the burlap
industry has centered in Scotland, and, although it has been
produced in this country to some extent, most of the burlap used
here is still imported from Scotland. Cork comes from the outer
bark of the cork tree, which grows in Spain and Portugal. After
cutting out the cork used for bottles, the remainder, commonly
known as cork waste, becomes serviceable in the linoleum manu
facturing industry, owing to the fact that it has to be used in
powdered form.
It is quite apparent that the three principal component ma
terials in the manufacture of linoleum are for the most part
imported, and that two of the three are the result of a manufactur
ing process. Shipping and foreign exchange play an important
part in this industry and it is not uncommon to find large stocks
of materials on hand, as, should the supply of any one of them be
temporarily cut off, operation of the plant would have to cease.
At this point it might be well to explain that there are at the
present time three principal kinds of floor coverings commonly
known as linoleum, viz:

I. Felt base floor covering,
2. Plain, battleship and printed linoleum,
3. Inlaid linoleum.
These coverings increase in value in the order listed above.
The article which follows will deal more specifically with the
accounting methods to be followed in the manufacture of the
plain, battleship and printed linoleum. The process of manufac
ture, in brief, is as follows:
A base mix is prepared from ground oxidized linseed oil,
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powdered cork, tar, rosin, gum and a few other pigments and oils,
and this mix is applied to coated burlap under great heat and
pressure. It is then allowed to dry, after which it is inspected,
and, in the case of printed linoleum, is printed and again allowed
to dry. The trimming, inspection and packing follow.
The cost-accounting system in a linoleum manufacturing plant
is designed to show the cost per square yard, the quantity of
finished product on hand, the goods in process at the various
stages of completion, and to maintain a continuous inventory
(quantity and value) of the raw materials. All of this is kept as a
part of and controlled by the general books of account. Inas
much as the operation is a continuous one, it is necessary that the
factory report daily the quantities passing through each depart
ment or stage.
Payroll. The payroll is prepared from the time cards punched
by the time clock for all day-work labor, but inasmuch as a
considerable portion of the labor is paid for on a piece-work basis,
i.e., so much per roll printed, per roll trimmed, per roll crated,
etc., it becomes necessary for the foremen to report quantities,
etc., for each piece-work employee. These quantities are later
reconciled with the actual production obtained. The payroll
distribution is prepared weekly and at every month’s end, and
it forms the basis for the monthly journal entry crediting payroll
account and charging the various direct and indirect cost accounts
which will be described later.
DIRECT MANUFACTURING DEPARTMENTS

Oxidizing oil
6. Festoons (drying)
Burlap coating
7. First inspection
8. Color room
3- Cork powdering
9. Printing
4. Mixing
10. Drying racks
5. Calendering
ii. Trimming, inspecting and packing
I.

2.

Oxidizing oil involves the dripping of linseed oil on muslin
sheets which are hung in the oxidizing house. Heat is applied
to the room and the oil slowly absorbs the oxygen from the air.
The sheets when thoroughly oxidized are cut down and weighed,
and the aggregate weight is reported to the office.
Linseed oil as purchased is charged to an account (quantity and
value) in the raw material ledger. The quantity consumed in
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each room of the oxidizing house is reported daily, and when the
sheets are cut down a summary of the quantities consumed in a
particular room is made, which, priced at the cumulative average
of the raw oil, forms the basis of a journal entry crediting the
raw material account and charging oxidized oil in process account
number (quantity and amount) in the process ledger. The labor
and a portion of the plant overhead (the proration of which will
be described later) are also charged to this account for the period
of the particular oxidizing. The balance, therefore, represents
the total cost of that particular lot of oxidized oil. The latter is
now known as “skins,” and as the weight of these “skins” has
been reported to the office, an average cost therefore is obtained.
This particular process account is now closed into an oxidizedoil account, which is kept as though this product were a raw
material purchased.
Burlap coating (or backing). Burlap will rot when exposed to
moisture unless coated. This is done by placing the roll of
burlap on a machine and as it is slowly drawn through the festoon
heaters, the coating, consisting of a composition of oil, dryers and
earth preparation, is evenly applied. After remaining in the
festoons for about a day the coated burlap is again rewound on
rolls and is ready for the application of the mixture which makes
it “linoleum.”
The purchased burlap is carried in the respective raw material
account (as to size, etc.) in the raw material ledger, showing both
quantity (expressed in square yards) and the value. The quan
tity coated is reported daily and at the close of the month a jour
nal entry is prepared summarizing the quantity which has been
coated during the month and pricing it at the cumulative average
monthly cost of the raw burlap, together with the cost of other
materials consumed (per store room requisitions). This entry
charges coated burlap account in the process ledger and credits
the respective raw material accounts. The coated burlap ac
count is also charged with direct labor and a portion of the factory
overhead. The quantity consumed monthly is credited out at the
average cost and thus its balance reflects at each month end the
cumulative average cost of coated burlap on hand.
Cork-powdering department. Cork powdering is a compara
tively simple operation. The quantity powdered forms the
basis of a journal entry (made monthly from accumulated daily
totals), crediting cork account in the raw material ledger and
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charging powdered cork account in the process ledger. Direct
labor and a portion of the overhead are also charged to the process
ledger account, and this account, as in the case of the two pre
viously mentioned accounts, reflects the quantity on hand priced
at the cumulative average monthly cost.
Mixing department. To get the proper mixture of powder cork,
ground oxidized linseed oil, tar, rosin, cement, etc., a batch is
prepared which includes certain proportions of each as set down in
a fixed formula for each grade of linoleum. In the mixing of the
batch it is customary to use just enough materials to last the
calendering machine a certain length of time; hence it is un
common to find an inventory of mixed materials on hand at the
close of the month.
The quantity of each ingredient entering into the batch is
summarized and together with the mixing room’s direct labor and
prorated share of the overhead is charged to the respective grades
of “untrimmed” goods account in the process ledger, prorated
on the basis of the number of square yards of each grade manufac
tured.
Calendering, festoon racks, first inspection. The batch of mix
ture is applied to the coated burlap as it is drawn through the
heated rollers of the calendering machine, being pressed against
the face of the burlap at a uniform thickness. After passing
through the calendering machine the goods are known as com
mons and are immediately drawn into the festoon racks, where
they hang for from four to six days in a constant heat of about 150
degrees Fahrenheit.
The quantity of coated burlap used, as measured in the festoon
racks, is charged to the respective grade of “untrimmed” goods
account in the process ledger. The direct labor and proportion
of overhead of the calendering machine and the direct labor and
overhead applicable to the festoon racks are treated similarly.
As it is frequently necessary to work overtime to finish a run
of material on the calendering machine, it is seldom that any
inventory is found on the machines at the end of a month. There
fore the inventory of commons at any month end represents all
goods which are in the festoon racks, whether they have been there
one day or six, as well as all goods on the floor which have been
taken out of the festoon racks. These goods, as before noted, are
carried in their respective “untrimmed” goods account in the
process ledger as to quantity and value.
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From the festoon racks the goods are given their first inspection,
as a result of which all defective goods are cut out of the lengths
(the lengths usually approximate 30 running yards). The direct
labor cost of this inspection is charged, as is the direct labor of
operating the calendering machine and the festoon racks, to the
respective grades of untrimmed goods.
A book inventory would not show any distinction between the
quantities of untrimmed goods on hand: viz.
1. In the festoon racks,
2. On the floor, having been pulled out of the racks, but still
uninspected,
3. On the floor having been inspected.
In view of the fact, however, that the operations of the plant are
reasonably uniform, it is seldom that any large quantity of
untrimmed goods is on hand except that which may be found in
the festoon racks. Thus the average cost per square yard re
flected by the respective grades of untrimmed goods accounts is
applied to all untrimmed goods as they pass to the next operation.
Plain and battleship linoleums are now graded, trimmed and
packed. A description of the accounting for these operations will
be found further on in the description for similar operations in
the case of printed linoleum.
Color room. For printed linoleum, the colors for the design
to be printed have to be prepared and mixed by experts in order to
maintain constant shades. The cost of the colors, oils, etc., to
gether with the direct labor and portion of overhead expenses of
this department, is charged to the respective grades of “printed”
goods produced during the month on the basis of the square yards
of goods passing over the print machine.
Printing involves the drawing of the plain linoleum through the
print machines, cut blocks automatically pressing the design on
the goods. Each block deposits one color on one portion of the
design.
Drying racks. From the print machine the goods are immedi
ately drawn to flat drying racks where they remain for from four
to seven days. The direct labor and overhead costs of these two
operations are charged to the respective grades of “printed”
linoleum in the process ledger on the basis of the number of square
yards printed. At the same time the quantity, valued at the
cumulative average cost of the goods passing through the print
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machine, is also charged to the respective grade of “printed” lino
leum and credited to the respective grade of “untrimmed” lino
leum, both classes of accounts being carried in the process ledger.
Trimming, inspecting and packing are done almost simultane
ously. The goods are taken from the drying racks to long inspec
tion tables and while one set of men trims the edges another
inspects and grades the goods. The measurement of each piece,
the grade and pattern number are recorded on a label and the
goods are rolled, wrapped, labeled and crated. The quantity
of each pattern number packed (number of rolls and number of
square yards in each roll) is recorded as the rolls are packed, and
while these detail statistics form a guide to the sales department
of just what pattern numbers are on hand, the aggregate thereof
forms the basis of the entries made each month, charging the
respective grades of finished goods in finished stock ledger, and
crediting the printed linoleum accounts in the process ledger.
To these respective accounts is also charged the direct labor of the
trimming, inspecting and packing operations, as well as the cost
of wrapping paper and crates, and a portion of the overhead
expenses, all of which are readily prorated over the various goods
on the basis of the square yards manufactured.
INDIRECT DEPARTMENTS

The indirect departments, the cost of operating which com
prises the total overhead expenses of the plant, are as follows:
Power, heat and light
Mechanical (machinery repairs)
Pipe fitters (principally repairs to heating equipment in
festoons and drying racks)
Carpenter shop (crates and repairs)
Electricians
Design and block rooms
Store room
Laboratory
Yard gang
Factory office salaries and expenses
Real-estate taxes, insurance, depreciation of buildings and
equipment, etc.
It is the purpose to allocate the indirect expenses to the de
partments to which applicable and thus have as little as possible
to prorate arbitrarily.
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Power, heat and light are prorated over the various departments
on the basis of horse-power and kilowatt hours consumed in each
department, as fixed by the chief engineer as a result of meter
readings etc.
The mechanical department expenses are prorated to the de
partment in which the repairmen are working.
Pipefitters spend virtually all of their time repairing the heating
system, especially in the festoons and drying racks, and the time
and materials used are prorated on this basis.
The carpenter shop cares for all building repairs and also for
the assembling of the crates. The latter are usually purchased in
quantities of sides and ends and are carried in a “shook” account
in the raw material ledger. The labor spent on crates and the
cost of assembled sides and ends, nails, etc., are charged to crate
account in the raw-material ledger, record being kept of the
number of crates assembled each month. A cumulative average
monthly cost per crate is thus ascertained and used for the finished
materials crated. The balance of the carpenter-shop expenses is
charged to the departments in which the work has been per
formed.
The expenses of the electricians' department are prorated to the
departments where the work has been performed.
Design and block rooms operating costs are absorbed monthly
over the square yards of goods printed.
Store room, laboratory, yard gang and factory office salaries and
expenses are prorated over the square yards of goods packed dur
ing the month, except that portion of the yard gang’s time which
is specifically allocated to unloading bulky raw materials such as
coal, burlap, cork, etc., and is specifically charged to the respective
raw material or supply accounts.
Real estate taxes, insurance, depreciation of buildings and equip
ment, etc., are prorated over the direct and indirect departments
on the basis of the valuation of the buildings and equipment,
etc., allocated to each department. That portion prorated to the
indirect departments is charged monthly to the direct depart
ments in the same proportion that the labor and other expenses
of these departments are charged.
GENERAL BOOKS

Control accounts. The control accounts on the general books,
covering the inventories at the factory, are as follows:
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Class
Various raw materials
Processed materials
Untrimmed goods
Printed goods
Finished goods
Storeroom supplies

Accounts
Raw-materials account
Processed-materials account
Untrimmed account
Printed account
Finished-stock account
Stores account

The details of each of these accounts are maintained in the
respective ledgers at the factory.
Imperfect goods. With regard to imperfect goods resulting from
improper calendering (holes, etc.), improper drying in festoons
(streaks, etc.), improper printing (due to blocks or the print
machine being out of alignment, etc.), it is customary to grade
such goods as seconds, thirds, fourths, remnants, etc., and in sell
ing these imperfects to take a lower price. In pricing the in
ventory, however, no distinction in the cumulative average cost
per square yard is maintained, inasmuch as it costs as much to
manufacture the imperfect goods as it did the perfect goods. If,
however, the prevailing market selling price of the worst of the
imperfect goods is less than the book cost, a reserve is necessary
to cover the difference.
Credits for defects. Allowances are made to customers for
defects, etc., discovered when the rolls of linoleum are unpacked.
This is due to a number of causes, among which might be men
tioned errors in labeling rolls, manufacturing defects missed by
inspectors and cracks and defects resulting from careless packing
and from handling in shipping, unpacking, etc. It is desirable
to have a special credit form issued by the sales department and
approved by an officer of the company in support of all allowances
made to customers. These credits should be entered in a special
credit register in which a detail classification of the debit accounts
can be maintained, showing the nature of the allowances. These
statistics will serve as a guide for the management in that they
will show the causes of all credits.
CONCLUSION

In conclusion, it is pointed out that it is most essential that
the books of account reflect the true costs of the various materials
at each principal stage of completion, not only correctly to meas
ure the profits earned for any particular period, but also, as fires in
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a linoleum plant are quite frequent (due principally to the nature
of the ingredients used and to spontaneous combustion in the
racks) to furnish a record that will be of the utmost importance in
the settling of insurance claims. It is quite desirable that ad
justments be made in the book inventory accounts to bring them
into accord with actual inventories taken at frequent intervals
during the year, preferably when the stocks of raw materials and
goods in process are low.
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